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The following report provides a summary of Marlboro Ultra 
Lights test markets to date, and addresses the test 
products' performance in the three markets, the impact on 
Marlboro Lights, net-to-Marlboro, Marlboro Ultra Lights' 
source of volume, and an update of current brand 
performance. 


As this report was prepared prior to the RJR announcement, 
the introduction of Camel Ultra Lights will have an impact 
on the year one expected performance of Marlboro Ultra 
Lights, as detailed below. Further analysis will be 
provided as the Camel introduction progresses. 


SUMMARY .. 

• Marlboro Ultra Lights may be expected to achieve 

approximately a 1.4 share nationally by the end of year 
one. 


e The three product types are likely to achieve similar 
shares, nationally, despite indications of somewhat 
differing performance levels in test. 


For the first six months of the test, Marlboro Ultra 
Lights had been performing at parity in the two 
original test markets until Camel increased its 
promotional activity in Portland, causing Marlboro 
Ultra Lights' share to decline slightly in that market. 
Nashville, the third test market, began five months 
after the initial test markets, and had been performing 
somewhat better than Indianapolis. Both the first two 
markets had stabilized by month four while Nashville 
continued to grow through month six. For the two 
latest months, though, Nashville is performing similar 
to Indianapolis. 
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• Net-to-Marlboro is estimated at 0.4 for year one, based 
on New Nielsen data in Section 42 (where the brand has 
virtually Section-wide distribution) and on supermarket 
scanning data in Portland and Indianapolis. 
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e Based on New Nielsen and InfoScan seasonally adjusted 
trends, other PM brands lost share equally with non-PM 
brands after the Ultra Lights introduction. 
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According to retail audit data, Marlboro Lights 
Non-menthol has resumed growth in all three markets, 
though its rate of growth is still too volatile to 
quantify. 

Other data sources, supermarket scanning and shipments, 
generally show Lights performing similar to historical 
trends at their new, lower levels. 
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Test Market Performance 

• Based on analysis of the SDI adjusted retail audit 
shares, Marlboro Ultra Lights can be expected to 
achieve near a 1-4 share nationally by the end of year 
one. 

Marlboro Ultra Lights had been performing at parity in 
Portland and Indianapolis, the original two test markets, 
until Camel began to increase their promotional activity in 
Portland. Camel filters are highly developed in that market 
with a current 12MM share of 9.4, and their promotions 
appeared to gain share for the brand and causing Marlboro 
Ultra Lights' share to decline. 

Marlboro Ultra Lights' third test market, Nashville, 
appeared to have been performing somewhat better than either 
of the other two test markets through the ninth month at 
retail. The original test markets had stabilized about four 
months after introduction, but Nashville continued to show 
growth through month six. Nashville is also a test market 
for RJR's Dakota, directly positioned against Marlboro. 
Dakota currently has a 0.4 share in Nashville during its 6th 
month of testing, based on retail audits. A Marlboro 
defensive program against Dakota ran from April through 
August (test weeks 25-44). The promotion emphasized Red and 
Lights, which both benefited from the additional promotions 
after incurring share losses shortly after Dakota's 
introduction. The support given Lights and Red may 
contribute to the apparent lack of further growth of 
Ultra Lights in that market. 
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Three Products Compared 

• The combination of market factors in the three test 
areas as discussed above, suggests that if they are 
exposed to the same environment the three products are 
likely to perform similarly. 

Section level New Nielsen data afforded a second source of 
share potential for the three products. In Section 42, the 
blue/white product met great enough demand that spill out 
from Indianapolis resulted in virtually Section-wide 
distribution. 

The test markets comprised 45% (Portland) and 31% 

(Nashville) of the remaining two Sections, and allowed us to 
estimate test market shares, based on Section level 
performance, and adjusting for distribution differences. 

• The new Nielsen estimates yielded share potential for 
the three products similar to each other and to the 
retail audits. 

THE TWO WHITE TIPPED PRODUCT!! CAN BE EXPECTE D 
TO PERFORM SIMILARLY IN A NATIONAL INTRODUCTION 


RETAIL NEW 

AUDITS NIELSEN 

(MARKETS) (SEC TIONS) 

BLUE/WHITE (month 12 3MM) 1.7 1.3 

RED/CORK (month 12 3MM) 1,3 0,9* 

RED/WHITE (months 8-10) 1,7 1,2 

BLUEyWHITE (morrths 8-10) 1,6 1.1 

RED/CORK (months 8-10) 1.2 1.1 

* RED/CORK SHARE MAY BE ATYPICALLY SUPPRESSED BY 
CAMEL ACTIVITY N PORTLAND 
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• Both New Nielsen and IRI analyses indicate that 
net-to-brand is estimated at 0.4 for year one. 

Due to RJR's trade practices over the past year, shipment 
share trends that would normally be utilized to determine 
net-to-brand by the end of year one are difficult to read. 
However, two other data sources, New Nielsen and IRI, were 
utilized to determine net-to-brand. 

The New Nielsen data for Section 42 (blue/white) were 
analyzed using a historical trend line established by NFI 
data. Since New Nielsen reports data beginning in 1988, and 
given the seasonal volatility Marlboro exhibits, a more 
reliable trend could be drawn using data from a longer 
period of time. 

(Because of the Ultra Lights' more limited distribution in 
the remaining Sections, only Section 42 was utilized for 
net-to-brand and cannibaliiation evaluations). 
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The same seasonality made traditional straight line 
projections for Marlboro inappropriate in the InfoScan 
supermarket scanning data. Seasonally adjusting the trends 
though yielded net-to-brand estimates similar to new 
Nielsen. 
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SOURCE OF VOLUME 

As in the net-to-brand analysis, Marlboro Ultra Lights 
source of volume was analyzed via New Nielsen and InfoScan, 
and using seasonally adjusted trends. In addition to 
Marlboro, other light and ultra light PM brands include 
Virginia Slims, Merit, and Benson & Hedges, while 
competitive brands analyzed were Winston, Vantage, Carlton 
and Now. 

• Marlboro Lights appears to be contributing 

approximately half of the Ultra Lights' volume. Total 
PM's cannibalization rates appear to be at least 75%. 
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According to retail audit data, Marlboro Lights 
Non-menthol, impacted most by the Ultra Lights 
introduction, has resumed growth in all three markets, 
though its rate of growth is still too volatile to 
quantify. 
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Using straight line projections on IRI scanning data, 
the impact Ultra Lights had on Karlboro Lights is 
evident. 
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However, to compensate for the volatility inherent in 
Marlboro data, the trend lines have been seasonally 
adjusted. The results from these data sources also indicate 
that relative to seasonal expectations, Lights has returned 
to a growth trend in both original markets. 
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Similar to the retail data sources, in the three test 
markets, Marlboro Lights Non-Menthol has not returned to its 
trend prior to September '89, when shipment data became too 
volatile to read. Nevertheless, Lights is growing in 
Portland and Indianapolis, according to MSA. In Nashville, 
significant account shifting into/out of market have made 
recent trends unreliable. 
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CURRENT PERFORMANCE 

• For the four weeks ending 9/2/90 (test weeks 67-70) 
retail audit shares are 1.3 in Portland and 1.7 in 
Indianapolis. Nashville's adjusted share is 1.7 for 
the latest four weeks ending 9/2/90 (test weeks 45-48). 
Note that recent share incresises are likely the result 
of 2 for 1 promotions, executed in the test markets. 
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• Adjusted factory shipment shares for the four weeks 

ending 9/23 are 0.8 in Portland and 0.9 in Indianapolis 
and Nashville. 3MK and cumulative shares are both 0.9 
in Portland, 1.1 and 1.0 respectively in Indianapolis, 
and 1.0 and 1.4 respectively in Nashville. 

Shipment shares have been volatile due to industry 
trade programs and are likely understated 
due to in-market direct accounts supplying retailers 
outside the test markets. Even in Indianapolis, which 
is surrounded by markets receiving Ultra Lights, 
transshipments tend to cause understated shipment 
shares. If shipment shares were adjusted for 
transshipments, they would be similar to shares 
achieved in other data sources. 
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* SDI adjusted InfoScan shares are 1.0 in Portland and 
1.6 in Indianapolis for the week ending 7/15. 
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• Effective distribution in Portland and Indianapolis for 
tha four weeks ending 9/2 (test weeks 67 - 70) is 98% 
and 92%, respectively. Nashville's effective retail 
distribution for the four weeks ending 9/2 (test weeks 
45-48) is 91%. 


a SPACE distribution continues at 97% in Portland, 

Indianapolis, and Nashville for the week ending 9/16. 
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